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MOZAMBIQUE — KEY ECONOMIC INDICATORS 











All values in Million US$ Exchange rate: US$1.00 = 30 Mozambique Escudos 
unless otherwise stated (conventional) 
r = revised figures A B Cc D E 
* = estimates 1973 1974 Cummilative Change Rate of 
1975 % Growth (%) 
INCOME, INVESTMENT & PRODUCTION 
GNP, at current prices (1970/72) T1,794.1 11,876.9 12,0083 + 7.0 +1167 
Per capital GNP, at current prices r$ 217.92 r 223.13 r 233.56 + 47 +121 
(1970/72) 
Value of bldgs completed (1971/73) P26 x - aS 5509 +7504 + 34.1 
Capital newly formed companies r 20 ©. 16,7 16.6 - 1163 + 364 
(1972/74) 
Value of industrial output 419.0 489.6 420. 3% 
MONEY AND PRICES 
Money supply (June 30) r 53565 rv 694.5 607.5 -12.5 + 93 
Currency notes in circulation 117.4 217.3 227-9 + 4.9 + 37.0 
Comm. bank loans outstanding (June 30)r 479.2 r 580.1 497.5 - 60 + 16.8 
Public debt outstanding (1971/73) Fr 149.0 r 193.2 r 243.8 + 26.2 + 21.3 
Interest rate: BOM central bank's 
prime rate (%) 505 505 5075 
: Commercial banks 
- 180 days (average) 8.5 8.5 8.5 
- over 180 days (" ) 10,0 10.0 10.0 
Price indices: 1956/57 = 100 
Maputo: aver. consumer points (Nov. 30) 175 213 220.6 + 4.0 + 10.4 
Price indices: 1968 = 100 
Maputo: avg. gross sales points r 121.2 147.7 158.6 + Aol +1527 
(Nov. 30) 
BALANCE OF PAYMENTS & TRADE 
Gold and exchange reserves r @¢0 * “10:6 83.9 4604.5 +211.2 
Balance of payments: + or - - I me “Seer => 24 + 38.9 +128.3 
(Nov. 30) 
Trade deficit (Nov. 30) 195.8 139.4 166.4 + 28.6 + 13.9 
Exports, FOB (Nov, 30) 184.7 25220 154.8 - 34.0 + 6.2 
U.S. share of exports 13.% 10. % 14. 2% 
Imports, CIF (Nov. 30) 380. 5 391.4 321.2 - 1107 + 6.4 
U.S. share of imports 4.% 5.9% 5.8% 


MAIN IMPORTS FROM US myoet in US$1,000: Wheat (3,227.5); agricultural industrial and 


other machinery and parts (881.9); airplane and parts (858.8); lubricating oil (595.5); 
parts for railway rolling stock (492.4); air conditioners, refrigerators and temperature 


control equipment (492.3); radio and telecommunication equipment (361.5); intemal com- 
bustion engines and parts (338.8); disinfectants, fungicides, herbicides, etc. (249.2); 
cargo lifts, fork-lift trucks and parts (221.8); powdered milk (215); excavators, 
graders and parts (212.2); tires and tubes (177.5); motors and generators (153); auto- 
motive equipment (141.7); pump and parts (137.9); tractors (136.5); pharmaceutical 
products, neSepe (125.3); textiles, cotton and synthetic fiber (140.7); and hardware, 
locks and tools, neSepe (120.4). 





Sources: Mozambique Government publications: ANUARIO ESTATISTICO (1971/73); BOLETIM 
DA REPUBLICA (1975) and BOLETIM MENSAL DE ESTATISTICA (1971/75). 








SUMMARY : 


The Mozambican economy continued its downward trends in 1976, Almost all important 
economic indicators, with the exception of foreign exchange reserves, show large 
declines, 


The outlook for 1977 is mixed, since large numberSof technicians contracted by the 
Government are expected to leave, adding to the already serious shortage of skilled 
personnel, While the declines in some sectors may be arrested, little real im 
provement is foreseen for this year, 


Prospects for US firms which export foodstuffs and agricultural and transportation 
equipment are improved, and opportunities for mineral exploitation may develop, 


CURRENT ECONOMIC SITUATION AND TRENDS 


The Mozambican economy continued to decline in nearly all sectors in 1975 and 1976. 
The deficits in trade and the balance of payments increased in 1975, and additional 
declines are expected in 1976 and 1977, Agricultural export production is down 40 
- 60 per cent, rail and port earnings by 25 per cent and earnings from migrant mine 
labor in South Africa, by about 50 per cent, 


Important factors in the decline were the closure of Mozambique's borders with 
Rhodesia, the continuing exodus of European managers and technically skilled per- 
sonnel, the restructuring of the society and the economy according to Marxist 
ideology, and continuing low labor productivity, The Government has also admitted 
that it has not provided proper direction to the management of the economy. 


In the period from 1977 to 1980, the Government intends to pay greater attention 
to the economy, with the goal of reaching 1973 production levels by 1980. 


BALANCE OF PAYMENTS 


Mozambique's balance of payments in January-October 1975 registered a deficit 

of $34 million, compared with a deficit of about $5 million for the same period 
in 1974. The "merchandise account" deficit rose slightly in that period to $112 
million, and the "invisible account" (largely income from ports and railways), 
generated a surplus of $132.1 million, up from $114 million in the first ten 
months of the previous year, The "capital account" showed a deficit of $54 
million, more than twice the 1974 figure. Although no 1976 figures have been 
announced, it is likely that the deficit persists, since most export earners are 
expected to show greatly reduced revenues. 


TRADE 


Monthly trade figures for the first 11 months of 1975 when projected to the end 
of the year indicate a trade deficit of about $200 million, up from the average 
of the last several years of $175 million, A report prepared by the United Na- 
tions predicts an annual trade deficit in 1976 and 1977 of $275 million, Mozam- 
bique's level of imports, which in the early 1970's had averaged about $400 
million annually, will probably show a slight reduction in 1976, Even a stable 
level of imports in recent years is an indication of lower economic activity, 
when inflated import and petroleum prices are considered, The United Nations 
report mentioned above stated "It is difficult to see how imports can be further 
reduced from this low level ($400 million) without serious effects on the econo- 
mic activity in Mozambique." 


More ominous, and more revealing of the economic activity in the country, is the 
plunging value of exports, Government-published cwmlative monthly figures for 
1975 through November indicated a drop in export value of about 34% compared to 
1974. A similar decline is thought to have occurred in 1976. 


South Africa continued as the principal supplier to Mozambique in the first ten 
months of 1975. The following shares of imports were registered in that period: 
South Africa, 18%; Portugal, 16%; West Germany, 9%; United Kingdom, 8%; United 
States, 6%; France, 6%; and Japan, 9%. These seven countries supplied 66% of 
January-October 1975 imports, compared to 76% in the same. period of 1974. 


Leading purchasers of Mozambican exports in the same period were Portugal, 24%; 
United States, 15%; South Africa, 10%; India, 64; United Kingdom, 5%; Japan, 
4%; and the Netherlands, 4%. 


The United States'share of Mozambique's imports is thought to have decreased in 
1976, but may increase in 1977 as the Government begins to implement its develop- 
ment budget and complete long delayed purchases ofspare parts and new equipment, 
The United States share of Mozambique's exports are also thought to have risen 
in 1976, because of commodity purchases, and may continue to rise in 1977. 


FINANCE 


In November, 1976, Mozambique's foreign exchange reserves stood at about $124.3 
million, up over $4 million from year-end 1975, and an amount sufficient to cover 
about 4.2 months of imports, Revenues from two of Mozambique's three important 
foreign exchange earners, agricultural exports and transportation, have declined 
considerably, while the third, payments in gold at the official price to Mozam- 
bique for migrant mine labor in South Africa supplied about 80% of 1976 reserves. 
This important source of foreign exchange will probably be modified in 1977 (to 
the disadvantage of Mozambique) to more accurately reflect economic changes in 
South Africa, 








Mozambique's money supply increased slightly in 1976, and stood at $875.7 million 
in September, Demand deposits increased by about $152.6 million in the first 9 , 
months of 1976, reaching $626.1 million in September, Commercial banks continued 
to register low loan activity, due to lack of investment interest and lack of 
knowledge of credit use on the part of Government-appointed retail administrative 
commissions, A reorganization of the banking sector has been promised by the 
Government, 


As of January 1, 1977, all foreign based insurance companies were ordered to 
close by the Government, and those companies chartered in Mozambique were nation- 
alized and the operations merged into one Government-owned firm, 


External debt was estimated at $640 million at the end of 1974, plus another $250 
million for the Cabora Bassa Dam, No information is available on debt settlement. 


GOVERNMENT BUDGETS 


The Mozambique Government's ordinary budget for 1977 foresees expenditures of 
$334.4 million (8% higher than 1976) against anticipated revenues of only $217.6 
million (8% lower than 1976). The large deficit of $116.8 million is 60% larger 
than that of 1976, Almost 30% of budget spending is for defense and internal 
security, while education claims 17%, and health,13%, 


On January 18, 1977, the Government announced its first development budget, call- 
ing for the expenditure of $232.2 million. Of this, about one third will go for 
transportation and communication projects, 20% for agricultural development, and 
another 10% for various integrated projects, such as dams and irrigation schemes, 
Other significant amounts are assigned to education, health, power production and 
distribution, fisheries, mining, water supply, and drainage projects, About 35% 
of development funds come from domestic sources, while 65% comes from foreign aid. 


AGRICULTURE 


Total agricultural output declined severely in 1975 and 1976, seriously affecting 
both domestic food supply and exports. Chronic food shortages in urban centers 


caused long lines for basic commodities, fueled inflation and encouraged black 
marke ting. 


Imports of farm and animal products (except fish) in January-November 1975 totalled 
$64 million, up from $50 million in the same period of 1974. A similar rise can be 
expected in 1976, due in part to lower domestic production caused by flooding which 
occurred throughout the country in the early part of that year. Mozambiquesagri- 
cultural imports in 1975 rose to 20% of overall commodity imports, up from 14% in 
the previous year. Exports of agricultural commodities in January-November 1975 
dropped to $113 million, compared to $191 million in January-November 1974. As a 
percentage of total exports, the agricultural share dropped from 82% in 1974 to 73% 
in 1975. Similar declines are expected to be manifested in 1976. Cashew 


agricultural 
nuts accounted for 36% of the/ exports in 1975, sugar and derivatives another 15%, 
with the rest accounted for by tea, sisal,cotton, and timber, 


Fish landings and production declined in 1975, and are expected to show greater 
declines in 1976, However, the addition of eight new shrimp boats purchased from 
Brazil should significantly improve the performance of the fishing sector in 1977., 
The Government development budget calls for an expenditure of $8 million to develop 
fishing by the end of 1977. 


According to a UN study, Mozambique in 1977 will have to import 40,000 tons of 
rice, 125,000 tons of wheat, 4,000 tons of milk powder, and 20,000 tons of peanuts. 
In addition, 40,000 tons of corn will have to be imported during the first six 
months, before crop prospects for the remainder of the year are evaluated, 


The Government will spend over $44 million for agricultural development by the end 
of the year, 


_ INDUSTRIAL PRODUCTION 


Aggregate industrial production has decreased substantially in 1975 compared to 
1974, a trend which is expected to be true for 1976 as well. First 10 months 
figures for 1975 show a decline in 1975 of 17% compared to the same period of 1974. 
Principal reasons for the decline have been the exodus of managers and technicians, 
labor problems, lack of spare parts and raw materials, and lower labor productivity. 


For some leading industries, declines in 1975 compared to 1974 were as follows: 
knitted goods and tapestries, 67%; textiles and manufactured textiles,44%; sulfuric 
acid, fertilizers, and insecticides, 44%; cement, lime and clay, 37%; light metal 
transforming, 32%; vegetable oils, fats, and margarines, 13%; soft drink bottling 
andbrewing, 13%; soaps and desinfectants, 25%; food processing, 11%. 


Increases, however, were noted in these industries: cables and communication wires, 
97%; rubber tires, tubes, and footwear, 35%; meat, fish and products thereof, 34%; 
refined petroleum products, 3%; and manufactured tobacco, 3%, 


In 1977, little improvement is expected in industrial production, 


TRANSPORTATION 


In 1975, Mozambique ports handled 15 million tons of cargo, down more than 25% from 
1974. 1976 transit traffic through Mozambique was, of course, severely affected 

by the closing of Mozambique's border with Rhodesia in March, The port of Beira 
handled only 1.9 million tons in 1976, down one-third from 1975 tonnage of 3 million, 
The port of Maputo shows a drop of about 16% from the 1975 tonnage of 10.9 million 
tons, despite Government efforts to increase the amount of South African transit 
traffic. 








and reduction of 
With the loss/of port transit traffic from the two most important/ Mozambique's 
neighbors, railway tonnage will also show declines, The railways also have other 
problems, and are especially hurt by a shortage of trained personnel, On the 
southern line, South Africa cooperated with Mozambique to install a new signalling 
system, and now does a large share of the repair work on equipment used on this 
line, In addition, South Africa has supplied four locomotives to assist traffic 
handling on this line, In the north, a new rail and road terminal was opened 
in 1976 in Tete, This will assist transportation of Zambian imports and exports. 


The Government-owned Motor Roadways carried 170,000 tons of freight in 1975, compared 
to 351,000 tons in 1974, Passengers carried in 1975 numbered over 1,300,000, an 
increase over the previous year, but far below the average of over 2 million passen- 
gers recorded in the late 1960's, 


The national airline, DETA, flew 7.8 million kilometers in 1975, up slightly from 
the 7.4 million kilometers of 1974, Passenger load factors for 1975 and 1974 were 
50% and 60%, respectively, Available ton-kilometers were 98 million in 1975 and 

54 million in 1974, and the corresponding weight-load factors were 65% in 1975 

and 59% in 1974. 1976 should show increases in these figures, DETA operates a 
fleet of four Boeing 737's and three Fokker F-27's, and will purchase two used long- 
range aircraft this year, 


CIVIL CONSTRUCTION 


The civil construction industry, which was virtually paralyzed by the independence 
process and the exodus of Portuguese settlers, was dealt another severe blow in 
early 1976 when all rentable real estate was nationalized, With the announcement 
of Mozambique's first development budget in January 1977, some improvement in this 
area is expected, However, the nationalization of insurance companies on January 
1, 1977, will inhibit new institutional investment in real estate, 


TOURISM 


omen ee 


With the demise of Rhodesian and South African tourism, most hotels and resorts 

registered a substantial decline in income in the last two years, Nevertheless, 
earnings from tourism in the first ten months of 1975 rose to-$4.5 million, sub- 
stantially above that of 1974, but sharply reduced from the early 1970's. 


Since the Government intends to emphasize domestic tourism, no large improvement 
in foreign exchange earnings from tourism is foreseen, 


CO CIAL ACTIVITY 


Because of the exodus of the most active portion of the consumer population, dis- 
ruption of distribution, severe import restrictions, and little use of credit, in- 
ternal trading activity was considerably reduced in 1975 and 1976, The index of 
gross commercial sales at current prices in Maputo, which represents nearly two- 
thirds of the country's annual sales, and computed for the first ten months of 1975 
on the basis of 1959=100, showed the following declines in sales compared to 1974: 
hardware and building materials, 32%; agricultural machinery and equipment, 43%; 
automobiles and motorcycles, 16%; household furnishings, 17%; jewelry, 19%; house- 
hold items, 54%; electrical supplies and equipment, 10%; and books and stationery 
items, 8% Increases, due mostly to much higher prices, were noted for shoes, 
39%; and men's clothing, 11% Grocery sales remained unchanged in the period, 
principally because greatly increased demand was not met by increases in supplies. 
The creation of "People's Stores" continued in 1976 and will probably account for 
a growing percentage of grocery sales, 


Continuing import restrictions and lack of credit usage by retailers will restrict 
improvement in this sector, 


MINING AND MINERALS 


In 1975, coal production in northern Mozambique increased about 16% over the 1974 
figure of 426,000 tons, Another slight increase is expected in 1976, despite a 
coal dust explosion in September which closed one of the mine tunnels, Other 
mining activities did not fare as well, Bauxite production decreased by 31%; 
granite and stone quarrying fell by 76%; and lime production decreased 27%. Mining 
of other minerals also declined, 


Some cooperation was extended in 1976 to Mozambique by the USSR and Eastern bloc 
countries, who supplied technicians to assist in studying the country's mineral 
potential, 


The 1976/77 Development Budget calls for an expenditure of about $4 million by the 
end of 1977..for increased cartography, for iron ore exploration and inventorying, 
and for the studying of a coal deposit at Maniamba, 


The Government has now stated its readiness to receive foreign investment in the 
country, but implementation is unclear, 


LABOR 


The Government of Mozambique is not keeping statistics on the labor force or em- 
ployment, However, a 1976 United Nations study of a few sectors of the economy, 
including civil construction and public works, transportation and ports, light 
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manufacturing industries, export industries, and industries subsidiary to construc- 
tion, estimated a 40% reduction in employment in these sectors compared to 1973. 
In addition,large numbers of redundant workers are retained by firms and indus- 


tries, due to a law severely restricting the ability of firms to discharge excess 
labor, 


The productivity of the labor force was a central concern of the Government 
throughout 1976 and early 1977. In early 1976, the workers action groups were 
criticized and reorganized, and the Government began a press campaign exhorting 
workers to produce more, In late 1976, the Government began to establish "Pro- 
duction Councils" in privately-owned industries, Although touted as giving the 
workers more management authority, the councils in reality were another method of 
worker control, as the best workers were appointed to the council and then made 
responsible for meeting production quotas for the sections of an enterprise assigned 
to them, In early 1977, the Government expanded the work week by as much as 16%, 

to 42-44 hours for Government employees, commercial outlets, markets, and insurance 
services, Government efforts have only been partially successful in increasing 
productivity, however, 


Throughout 1976, Mozambique continued to supply a large amount of migrant labor 
for South African gold mines, although at a rate much reduced from that in 1975, 
when over 115,000 workers were recruited, That number was halved in 1976, and is 
not expected to increase in 1977. The greatest labor problem facing the Govern- 
ment in 1977 will be the replacement of departing technicians and skilled labor, 


IMPLICATIONS FOR THE UNITED STATES 


With import restrictions and a declining economy on the one hand, yet acute 
needs and the announcement of a development budget on the other, prospects of 
increased U.S. exports to Mozambique are mixed, 


American businesses may find opportunities in 1977 to supply foodstuffs, and 
equipment related to road construction, transportation, agriculture, irrigation, 
refrigeration, and electricity generation, U.S. firms involved in mineral and 


petroleum exploitation may find opportunities in Mozambique in 1977 and succeeding 
years. 


Government red tape will delay visa issuance and interfere with internal travel, 
and the absence of a private legal system will hamper implementation of contracts, 


TheEmbassy continues to recommend that all business transactions with Mozambican 
firms be conducted on the basis of irrevocable letters of credit or other means 
of assured payment, 


Available by subscription from the Superintendent of Documents, GPO, Washington, D.C. 20402. Annual subscription, $37.50. Foreign mailing, $9.40 
additional. Single copies, 50 cents, available from Publications Sales Branch, Room 1617, U.S. Department of Commerce, Washington, D.C. 20230. 





LOOKING FOR A GOOD 


& 
research 
tool 


INDEX TO FOREIGN MARKET REPORTS 
can be such a tool. Published by the U.S. 
Department of Commerce, it lists a wide 
variety of documents containing a wealth of 
information for the overseas marketer. The 
Index catalogs spot news and timely surveys 
of industrial, commodity, commerical, and 
economic conditions in more than 100 
countries. 

Included is all in-depth market research 
performed by Commerce's Bureau of Inter- 
national Commerce (BIC) required for the 
target industry program or in support of the 
Department's participation in international 
promotional events. 

About 100 reports sent to Washington by 


U.S. Foreign Service Officers are received 
and indexed each month. 


Annual subscription for 12 issues of the 
FMR Index is $10. Subscribers to the Index 
will be charged between $2 and $10 for 
documents depending on their length. 


For additional information 
or to subscribe, write 


National Technical Information Service 
Box 1553, Springfield, Virginia 22161 


BIC’s Export Information Division 
Room 1063, U.S. Department of 
Commerce, Washington, D.C. 20230. 
Telephone 202-377-2504. 





